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REPORT OF THE DIRECTORS 


To the Shareholders of Vestgron Mines Limited: 


With the commencement of commercial production at the Black Angel Mine in October of 1973 and 
the first shipment of concentrates by the Company’s Danish subsidiary, Greenex A/S, in the latter part of that 
month, 1973 has seen the culmination of eight years of efforts to develop and to bring into production a zinc/ 
lead mine at Marmorilik, Greenland. It is significant to note that commencement of commercial production 
was achieved within sixteen months from the start of construction despite the logistical and other complica- 
tions arising out of the extremely isolated location of the property and the short shipping season. Also, the 
mine and concentrator have operated satisfactorily from the startup of operations and the total capital costs 
of the Project were essentially within budget except for additional costs attributable to currency fluctuations. 
Accordingly, great credit is due to all concerned. 


Particular mention should be made of the efforts and skills of the Project group of which Cominco 
Ltd. is the Manager. Members of the group include Canadian Bechtel Limited, Consulting Engineers; Danish 
Arctic Contractors, the prime Construction Contractor; J. S. Redpath Limited, which carried out the under- 
ground mine development; Karl Garaventa’s Sohne A.G., which constructed and installed the cableway; and 
Arctic Consultant Group, Denmark, which assisted in the design of the Plant and the presentation of the 
Project to the various Danish authorities concerned. Last but in no way least, mention must also be made of the 
management and staff of Greenex A/S which now number approximately 250. This organization, under the 
direction of Mr. E. Sprunk-Jansen, Managing Director, has been built up in a comparatively short time to 
become an efficient operating group and includes 25 Greenlanders and 12 Cominco Ltd. specialists on loan 
to assist Danish and Greenland employees in developing mining experience. 


As of December 31, 1973, the capital cost of the Marmorilik production plant amounted to approxim- 
ately $44,000,000. The major portion of the financing for this was provided to Greenex A/S by loans of 
U.S. $41,000,000. from a consortium of international banks. In December of 1973, previous arrangements 
for a line of standby credit in the amount of U.S. $1,000,000 were formalized and arrangements were subse- 
quently made for an additional term loan of U.S. $8,000,000 to meet the need for working capital which will 
arise in 1974 pending the opening of the navigation season and the subsequent shipment of and payment for 
accumulated production. This latter term loan is repayable by December 31, 1974. 


In addition to the above financing, in 1972 the Company provided Greenex A/S with 70,000,000 
kroner through the purchase of 10% redeemable preferred shares of Greenex A/S with the Company in 
turn being provided with the necessary funds through advances from Cominco Ltd. Following the Annual 
Meeting of the Company in June of 1972, Cominco Ltd. purchased a single 10% redeemable income deben- 
ture in the principal amount of Canadian $10,300,000 from the Company which utilized the proceeds 
realized to repay the advances previously made by Cominco Ltd. to the Company and to provide the Com- 
pany with a limited amount of additional working capital. 


As an addition to the scope of the original Project, on August 28 of 1973 your Directors approved 
the expenditure of a further sum of $500,000 required to purchase a tugboat and to construct an employees’ 
recreation hall and two residences for senior employees at the property. This additional construction has now 
been completed. 


In September of 1973, the Company sold the vessel “C. D. Howe” which had been invaluable in pro- 
viding temporary accommodation for all work forces at Marmorilik since June of 1972 and which was chart- 
ered by the Company to Greenex A/S for that purpose. 


From the commencement of operations in August until year end, 158,590 metric tons of ore grading 
18.6% zinc and 4.3% lead were mined and milled. Production of concentrates to December 31st, 1973 
totalled 46,128 metric tons of zinc concentrates and 8,350 metric tons of lead concentrates. Following the 
shipment of 18,624 metric tons of zinc concentrates in October of that year, inventories at the mine site at 
year end amounted to 27,504 metric tons of zinc concentrates and 8,350 metric tons of lead concentrates. 


Ore was mined from the Angel zone which contained ore reserves at the year end of 4,440,000 metric 
tons averaging 14.9% zinc, 5.0% lead and 1.0 ounce per ton of silver. 


Trackless or scraper mining methods are employed underground depending on conditions in indi- 
vidual working areas. Zinc and lead concentrates are produced by conventional flotation processes. Concen- 
trates are stored in a large covered storage building with a capacity of 120,000 metric tons. 


Exploration for additional ore reserves at the property will be carried out in 1974 in an area east of 
the Angel zone in and around an area of known mineralization which was located in 1967. This work will be 
carried out in the summer months and will be followed by extension of the underground workings towards 
this area later in the year. It is expected that this work will add to the known ore reserves and secure addi- 
tional information about the geology of the property. 


The shares of the Company were listed on the Vancouver and Toronto Stock Exchanges in October of 
1973: 

In August, Greenex A/S was honoured by Her Royal Highness Princess Benedikte and His Royal 
Highness Prince Richard who visited the property and toured the site and mine workings. 


In conclusion, your Directors wish to express their appreciation once again to the officers and the staff 
of Greenex A/S and also to Cominco Ltd. for the excellent results which have been achieved in 1973. 


R. J. Armstrong, 


March 25, 1974 President. 


VESTGRON MINES LIMITED 
and Subsidiary Company 


CONSOLIDATED STATEMENT OF EARNINGS AND DEFICIT 


YEAR ENDED DECEMBER 31, 1973 (Note 7) 


(thousands of dollars) 


GROSS REVENUE 
Sales 


Interest income 


COST AND EXPENSES 
Distribution 
Cost of sales 
Earnings before interest 
Long-term debt interest 
Income debenture interest 
Loss for the period, being deficit as at December 31, 1973 


VESTGRON MINES LIMITED 


and Subsidiary Company 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
YEAR ENDED DECEMBER 31, 1973 


(thousands of dollars) 


INCREASES 
Operations 
Loss for the period 


Add: Depreciation and depletion included 
as a cost of production 


Income debenture interest not currently payayble 


EXTERNAL FINANCING 
Increase in long-term debt 
Issue of income debenture 
Advance from Cominco Ltd. 
Sales of shares 


Net proceeds on disposal of vessel 


DECREASES 
Repayment of advance from Cominco Ltd. 


Net increase 


ANALYSIS OF NET INCREASE 
Investment in 
Buildings and equipment 
Mining properties and development 
Net increase in—current assets 
—other assets 
—current liabilities 


Net decrease in current liabilities 


114 
42,709 


10,000 
52,709 


1972 


9,950 
10,000 
1,000 


20,950 


20,950 


CURRENT ASSETS 
Cash and short-term investments 
Accounts receivable 
Inventories (Note 2) 


Prepaid expenses 


FIXED ASSETS (Note 1 (d)) 
Buildings and equipment 


Less accumulated depreciation 


Mining properties and development 


Less accumulated depletion 


NON-CURRENT ACCOUNTS 
RECEIVABLE AND DEPOSITS 


VESTGRON 
and Subs 


CONSOLIDATED BALANCE SHE] 
(thous: 


1973 1972 
1,074 1,690 
1,012 19 
6,961 _ 
256 9,303 79 1,788 
41,774 20,921 
785 119 
40,989 20,802 
9,897 6,206 
185 ox 
9,712 50,701 6,206 27,008 
34 29 


60,038 28,825 


VES LIMITED 
’ Company 


T DECEMBER 31, 1973 
f dollars) 


1973 1972 


CURRENT LIABILITIES 
Accounts Payable and Accrued Liabilities 817 472 
Due to Cominco Ltd. (Shareholder) 254 253 
Due to Cominco American Inc. (Affiliate) = LOT A 1,002 1,767 


ADVANCE FROM COMINCO LTD. 
(SHAREHOLDER) — 10,000 


INCOME DEBENTURE AND ACCRUED 
INTEREST DUE TO COMINCO LTD. 
(Shareholder) (Note 3) 10,844 i 


LONG-TERM DEBT (Note 4) 41,964 97950 


SHAREHOLDERS’ EQUITY 


Capital 


Authorized—6,000,000 common shares of 
no par value 
Issued and fully paid—4,227,958 7,108 7,108 


Deficit (949) 6,159 a 7,108 
60,038 28,825 


Commitments and Contingent Liabilities (Note 6) 


Approved by the Board 


“R.J. ARMSTRONG” 
Director 


“O.E. OWENS” 
Director 


VESTGRON MINES LIMITED 
and Subsidiary Company 


Notes to Consolidated Financial Statements 
December 31, 1973 


1. Summary of significant accounting policies. 


(a) Basis of consolidation. 
The consolidated financial statements of Vestgron Mines Limited include the accounts of its wholly- 
owned subsidiary, Greenex A/S, a company incorporated under the laws of Denmark. 


(b) Translation of foreign currencies into Canadian dollars. 
Current assets and current liabilities have been translated at year-end rates of exchange and all other 
assets and liabilities at historical rates. 


(c) Inventories. 


Inventory of concentrate is valued at cost which includes the applicable portion of depreciation and 
depletion. 


Inventory of stores and materials is valued at cost less an appropriate allowance for obsolescence. 
(d) Fixed assets, depreciation and depletion. 


Expenditures upon “Buildings and equipment” are recorded at cost. “Mining properties and develop- 
ment” include all exploration, development and preproduction expenses to October 1, 1973, the date 
of commencement of operations at the Black Angel mine. 


Expenditures upon fixed assets are being written-off to production on a straight line basis over thir- 
teen years which is related to the present estimate of ore reserves. 


1973 
2. Inventories. (thousands) 
Concentrates $3,905 
Stores and materials 3,056 
$6,961 
3. Income debenture and accrued interest due to Cominco Ltd. (Shareholder). 
1973 
(thousands) 
10% Redeemable unsecured income debentures 
repayable December 31, 1987 $10,300 
Accrued interest thereon from date of issue to 
December 31, 1973 544 
$10,844 


Under the terms of the debenture, interest accrues from the date of advancement of the funds and is pay- 
able on May 31 of each year but only to the extent there is available net earnings as at December 31 of the 
preceding year. Any unpaid portion of this interest becomes payable in succeeding years. 


4. Long-term debt. 1973 


Orion Banking Group—repayable in ten equal consecutive semi-annual 
instalments commencing June 30, 1975 
(U.S. $14,000,000 and Cdn. $22,028,881) $36,029 
The Royal Bank of Canada—repayable September 30, 1979. 3,935 
(U.S. $300,000 and Cdn. $5,634,783) 
$41,964 


1972 


(thousands) 


$9,950 


$9,950 


The above long-term bank loans bear interest at a rate of 144% above the London six month inter-bank 


rate. 


5. Directors’ and officers’ remuneration. 


No remuneration was paid to the seven directors or seven officers of the company during 1973. Two 


officers of the company were also directors. 


6. Commitments and contingent liabilities. 


At December 31, 1973 sundry commitments and contigent liabilities amounted to approximately $1,500,- 


000 principally reflecting a guarantee under a 1974 marine freight contract. 


7. Commencement of operations. 


Mining and production operations achieved commercial quantities at the Black Angel mine by October 


21975; 


AUDITORS’ REPORT 


To the Shareholders 


We have examined the consolidated balance sheet of Vestgron Mines 
Limited as at December 31, 1973, the consolidated statement of earnings and deficit 
for the period from October 1, 1973 to December 31, 1973 and the consolidated 
statement of changes in financial position for the year ended December 31, 1973. 
Our examination included a general review of the accounting procedures and such 
tests of accounting records and other supporting evidence as we considered neces- 


sary in the circumstances. 


In our opinion these consolidated financial statements present fairly the 
financial position of the companies as at December 31, 1973 and the results of 
their operations and the changes in their financial position for the periods then 
ended, in accordance with generally accepted accounting principles applied on a 


basis consistent with that of the preceding year. 


THORNE GUNN & CO. 


Chartered Accountants 


Vancouver, B.C. 
February 14, 1974 


